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(E) PHNOM PENH 1210 (DTG 131135Z) 

1. APPRECIATE YOUR REPORT REFS (A) AND (E) ON EFFORTS 
REACH AGREEMENT ON ECONOMIC REFORMS PACKAGE. WE UNDERSTAND 
GKR RELUCTANCE APPROVE THESE ECONOMIC READJUSTMENTS ALL AT 
ONCE BUT FIRMLY AGREE WITH YOU THAT SUCH MEASURES ARE 
OVER DUE AND MUST BE PUT INTO EFFECT AS PACKAGE AS SOON AS 
POSSIBLE. CORRECTIVE MEASURES ON EXCHANGE RATE, RICE, AND 
OTHER PRICE ADJUSTMENTS ARE VIEWED HERE AS EXTREMELY IMPOR- 
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TANT STEPS NEEDED TO SHORE UP FALTERING KHMER ECONOMY AND 
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AS POSITIVE INDICATORS OF KHMER WILLINGNESS AND ABILITY TO 
MAKE TOUGH ECONOMIC DECISIONS. AS YOU ARE AWARE THESE 
STEPS BECOME INCREASINGLY IMPORTANT IN DEFENDING, SECURING, 
AND MAINTAINING THE VALUE OF ADEQUATE LEVELS OF AID ASSIS- 
TANCE TO THE GKR. AS YOU POINT OUT, RUMORS OF THE IMPEND- 
ING ECONOMIC CORRECTION MEASURES ARE RAMPANT IN PHNOM PENH. 
WE BELIEVE SUCH A SITUATION MAY MAKE BLACK MARKET PRICE OF 
DOLLARS GO EVEN HIGHER AND MAY WELL HAVE BEEN FACTOR IN 

RECENT RISE BLACK MARKET PRICES OF RICE, AS PEOPLE SEEK 
HOARD RICE WHICH THEY FEEL WILL BE MORE EXPENSIVE SHORTLY. 
THE BEST WAY TO CUT OFF EXCESS SPECULATIVE DEMAND DUE TO 
ANTICIPATION OF THE MEASURES IS TO TAKE THE MEASURES 
BOLDLY AND SWIFTLY. 

2. THE FIRST QUARTER OF THIS FISCAL YEAR IS RAPIDLY DRAW- 
ING TO A CLOSE. THUS DELAY IN AGREEMENT ON A NEEDED, 
REASONABLE, AND ACCEPTABLE PACKAGE OF ECONOMIC CORRECTION 
MEASURES WOULD OBLIGE US TO REPROGRAM THESE FUNDS TO 
OTHER CLAIMANTS. THIS DECISION WILL HAVE TO BE MADE BY 

COB SEPTEMBER 20. YOU MAY WISH TO ADVISE GKR THAT FUNDS 
WILL BE LOST TO THEM BEYOND THIS DATE. 

3. IN THE INTERIM, WE WILL CONTINUE TO RESERVE THE FUNDS 
REQUESTED FOR KHMER REPUBLIC. WHEN, IN YOUR JUDGMENT, YOU 
HAVE NEGOTIATED BEFORE SEPT. 20 ACCEPTABLE AGREEMENT ALONG 
LINES CONTAINED REF (D), ADVISE NIACT AND WE WILL MAKE 
AVAILABLE AN ADDITIONAL ALLOTMENT OF DOLLARS 18.5 
MILLION ENABLING YOU TO SIGN A CIP AGREEMENT FOR DOLLARS 
23.6 MILLION. IF AGREEMENT ALONG THESE LINES NOT POSSIBLE; 

THE ENTIRE MATTER WILL AGAIN HAVE TO BE RECONSIDERED IN 
DETERMINING OUR SECOND QUARTER AND REMAINING FY 1975 
ALLOCATIONS. 

4. DOCUMENTATION ON ESF FUNDS REQUESTED BEING INITIATED 
AND SHOULD BE COMPLETED EARLY NEXT WEEK. IN MEANTIME, WE 
NEED MORE DETAILED RATIONALE CONCERNING AMOUNT AND TIMING 
OF THIS ESF TRANCHE. IF YOU REACH AGREEMENT PER PARA 3 
ABOVE AND NEED AUTHORIZATION MAKE ANNOUNCEMENT OUR 
INTENTION CONTRIBUTE ESF BEFORE DOCUMENTATION HERE 
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COMPLETED, PLEASE ADVISE. KISSINGER 
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